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Universal Service Administrative Company
Schools & Libraries Division

George McDonald
Vice President

December 6, 2004

ViA E-MAIL AND OVERNIGHT DELIVERY

Rudolph F. Crew, EA.D
Superintendent of Schools
Miami-Dade County Public Schools
1450 NE Second Avenue

Miami, FL 33132

RE: Compliance with Schools and Libraries Support Mechanism Rules

Dear Dr. Crew;

Miami-Dade County Public Schools (MDCPS) was audited by the Universal Service
Administrative Company (USAC) Internal Audit Division (IAD) to evaluate MDCPS’s
compliance with Federal Communication Commission (FCC) rules relating to the
Schools and Libraries Universal Service Support Mechanism (E-rate). The audit focused
ont Funding Year 1999 (July 1, 1999, through June 30, 2000). Enclosed is a copy of the
audit report. The auditors found that some eligible equipment that had been installed at
MDCPS by Sprint-Florida, Incorporated (Sprint) had been returned to Sprint and the
credit used to cover the cost of ineligible services with no reimbursement to USAC. This
is a violation of applicable FCC regulations. Accordingly, USAC issued a Recovery of
Erroneously Disbursed Funds (REDF) Letter to Sprint (with a copy to MDCPS) on June
30. 2003 requesting the return of over $400,000.

Sprint appealed USAC’s REDF determination to USAC pursuant to FCC regulations, and
in its appeal identified a number of other issues that affect MDCPS’s administration of its
participation in E-rate. Sprint’s appeal is based upon its audit of Sprint’s transactions
with MDCPS. Enclosed is a redacted copy of Sprint’s supplement to its appeal, which
Sprint has agreed may be provided to you. The items that have been redacted relate to
Sprint’s working papers and Sprint’s internal processes.

Sprint considers this document to contain highly sensitive business information and
requests that you keep this document confidential and limit distribution only to those with
a legitimate need to know its contents. USAC strongly urges you to keep this
document confidential, consistent with any legal obligations that may apply to you.
Please contact me at the number below, or USAC's Associate General Counsel Kristy
Carroll at (202) 263-1603, if you have any questions about USAC’s request that you
protect the confidentiality of this document,

2000 L Street, N.W., Suite 200, Woshington, DC 20036 Voice: 202.776.0200 Fax: 202.776.0080
Visit us onbine at: hitp/twww. universalservice.org
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Dr. Crew
December 6, 2004

This letter notifies you, as the Superintendent of MDCPS, that the Schools and Libraries
Division (SLD) of USAC will take no action on pending or future FCC Forms 471
submitted by MDCPS until USAC determines that MDCPS has reasonably complied
with the request explained befow. USAC may also heighten its scrutiny of any invoices
submitted for services provided to MDCPS.

USAC is responsible for ensuring that funding commitments and disbursements are made
in compliance with program rules.’ In addition, USAC has a fiduciary duty to protect the
Universal Service Fund from waste, fraud and abuse.? The authorized representative(s)
of MDCPS have made a number of certifications on the FCC Forms 471 and other
program forms submitted to USAC on behalf of MDCPS. False or incorrect
certifications may result in numerous consequences, including denial of funding,
recovery of funds already disbursed and/or other enforcement actions. The audit
finding(s} and other issues identified by Sprint indicate that MDCPS failed to comply
with one or more of the certifications that were made on program forms and/or that
MDCPS has otherwise failed to comply with program requirements.

USAC requests that you provide the information and documentation explained below so
that USAC can resume consideration of MDCPS’s FCC Forms 471. While you take
steps to comply with this request, USAC will reserve funds to make commitments on
pending FCC Forms 471 for six months. If no response is received within six months of
the date of this letter, or if no reasonable explanation for delay is provided within six
months of the date of this letter; USAC will deny pending applications.

If vou have received this letter the during the FCC Form 471 filing window, you should

submit your FCC Form(s) 471. Receipt of this letter does not indicate that you may not
submit FCC Forms 471.

Please note that, depending upon USAC’s review of the information that you provide,
USAC may aiso need to request information and documentation in addition to what is
requested below.

WHAT TO ADDRESS REGARDING THE AUDIT FINDINGS AND OTHER
ISSUES THAT HAVE BEEN IDENTIFIED

Below is an explanation of what to address regarding the audit finding(s) and other issues

that have been identified so that a determination can be made regarding the hold on your
entity’s commitments: "

1. Eligible equipment returned by MDCPS to the service provider and the credit
used o cover the cost of ineligible services with no reimbursement to USAC.

' See generally 47 U.S.C. § 254; 47 C.F.R. § 54.500 ef seq.
*See 47 C.F.R. §54.702.
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Dr1. Crew

December 6, 2004

3. You need to provide USAC with a full and complete inventory of all

equipment that has been funded by USAC for Funding Years 1999 to the
present, indicating the location at which that equipment was installed, the
date it was instalied, and whether the equipment is currently at that
location. If the equipment is no longer at that location, provide a full and
complete explanation of why it is no longer at that location, the date that it
was removed from that location, and its current location.

. You need to provide an itemization of all equipment that was funded by

USAC for Funding Years 1999 to the present that MDCPS returned to any
service provider. You need to specify the equipment that MDCPS
received in return for the equipment that was returned. If no equipment
was received, you need to otherwise account for the value of the retumn.

For example, if MDCPS received a credit for the value of the returned
equipment, so indicate.

You need to describe any and all corrective actions you have taken to

tighten internal controls to ensure that this serious breach of program rules
does not occur again.

2. Discrepancies between proposals submitted by service providers and the item 17

or 21 attachments submitted to USAC specifying the goods and services and the
cost of those goods and services.

a. You need to provide USAC with a full and complete description of any

and all discrepancies between proposals by service providers to MDCPS
and the FCC Form 471 item 17 or 21 attachments submitted to USAC for
Funding Years 1998 to the present. This description must specify any
refunds that are due to USAC because MDCPS did not, for example, pass
on to USAC lower costs that were in the proposal submitted by the service
provider such as a lower cost than was sought for the relevant Funding
Request Number (FRNJ}, any volume discounts, and/or the value of trade-
ins. Please note that these are examples, and that your description does
not need to be limited to these examples. In each instance in which there’
was a discrepancy, you need to explain why there was a discrepancy.

. If there was no discrepancy on a particular FCC Form 471, you need to

state that you have reviewed any and all documentation and have
concluded that there is no discrepancy.

You need to provide a full and complete description of any and all service
substitutions for which approval was not requested of USAC.

. You need to describe any and al! corrective actions you have taken to

tighten internal controls to ensure that this serious breach of program rules
does not occur again.
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Dr. Crew
December 6, 2004

3. Service provider invoices to USAC included the cost of equipment that was not
provided to MDCPS and included the cost of ineligible equipment.

a. If MDCPS determines that a service provider bill to MDCPS for its non-
discount share includes goods and services that have not been provided,

are not in the process of being provided, or that were not planned to be
provided, MDCPS should notify SLD,

b. You need to describe any and all corrective actions you have taken to

tighten intemnal controls to ensure that this serious breach of program rules
does not occur again.

USAC’S REVIEW OF YOUR COMPLIANCE WITH THIS REQUEST

USAC will review your submission to determine whether it reasonably complies with the
requirements set forth in this letter and demonstrates that you have adequately addressed
the audit findings and other issues identified. USAC may seek additional information
and documentation from you as it makes this determination.

If USAC determines that you have reasonably complied with this request and that you
have adequately addressed the audit finding(s) and other issues identified, you will be
provided with written notification, and USAC will commence reviewing pending FCC
Forms 471. If USAC determines that you have not reasonably complied with this
request, your pending funding requests will be denied. Should this occur, you will be
able 10 request review of USAC’s decisions consistent with the procedure set out below.

FCC REVIEW OF USAC’S DETERMINATION AS SET FORTH IN THIS
LETTER

If you disagree with USAC’s determination that it will not make pending or future funding
commitments until you have complied with the request in this letter, you may file an appeal
with the Federal Communications Commission (FCC). You should refer to CC Docket No.
02-6 on the first page of your appeal to the FCC. Your appeal must be POSTMARKED
within 60 days of the above date on this letter. Failure to meet this requirement will result in
automatic dismissal of your appeal. If you are submitting your appeal via United States Postal
Service, send it to: FCC, Office of the Secretary, 445 12" Street SW, Washington, DC 20554.
Further information and options for filing an appeal directly with the FCC can be found in the
"Appeals Procedure” posted in the Reference Area of the SLD web site or by contacting the

Client Service Bureau. We strongly recommend that you use either the e-mail or fax filing
options.

Sincerely,
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Dr. Crew
December 6, 2004

Lo Wl Y

George McDonald
Vice President
Enclosures:

Schools and Libraries Division Audit Report — Miami Dade County Public Schools, January 17, 2003

Sprint-Florida, Inc., Supplemental Response to Notice of Appeal, January 26, 2004

CC:  Sean Murphy, Esq. Sprint-Florida, Incorporated
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USAC:

Universal Service Administrative Company

PRIVILEGED & CONFIDENTIAL
To:  Mr. George McDonald, VP of Schools and Libraries Division

From: Internal Audit Division

Date: January 17, 2003
Re:  Schools and Libraries Beneficiary Audit Report - Miami-Dade Public Schools ~

(SL2002BE009)

Intreduction

The Internal Audit Division of the Universal Service Administrative Company performed
an audit of the Schools and Libraries Support Mechanism (hereinafter referred to as
“SLSM”) applications submitted by the Miami-Dade Public Schools (hereinafter referred
to as “Miami-Dade”), Billed Entity Number 127722 for Funding Year 1999. The audit
fieldwork was performed onsite in Miami, Florida on December 3, 2002 through
December 5, 2002 by Wayne Scott, Laurie Ann French, Chris Lenhardt and Amanda
Niebauer. Additional fieldwork was conducted from the USAC offices and was
completed on Thursday, January 17, 2003.

FPurpose and Scope

These procedures were performed solely for the purpose of determining whether the
selected Schoo} and Libraries applications submitted by Miami-Dade for Funding Year
1999 were in compliance with the rules and regulations set forth by the FCC. Our scope
was limited to the review of 21 funding requests that were submitted to SLSM under
Forrn 471 application # 140214,

During the review of the 21 funding requests under application # 140214, we also
reviewed Miami-Dade’s technology plans, technology budgets, financial statements,
OMB Circular A-133 Reports, and discount calculations that were in effect for Funding
Year 1998 through Funding Year 2001.

Audit Procedures, Findings, and Responses

A. General Procedures
We obtained and reviewed the following documents:

1. Form 470 (Description of Services Requested and Certification Form)

2. Form 471 (Services Ordered and Certification Form)

USAC Audit No. SL2002BED09 Page 1 of 5
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PRIVILEGED & CONFIDENTIAL USAC PROPRIETARY

3. Funding Commitment Decision Letter (FCDL)

4. Program Integrity Assurance (PIA) review notes related to application

B. Understanding the Business

We met with the Director of Miami-Dade’s Office of Information Technology (OIT)
to obtain a detailed understanding of the processes used by Miami-Dade to monitor
and record its participation in the Schools and Libraries Support Mechanism Program
(hereinafter referred to as the “program”). We discussed with Miami-Dade the results
of communications with the Schools and Libraries Division (SLD) staff regarding the
application process and any differences between the application(s) submitted and
approved. This discussion included the following: the process for creating and
validating the technology plan; completing the application forms; the application
structure; the controls over the expenditure of the approved E-rate funds; and the
procedures established to monitor claims submitted to the SLD via Billed Entity
Application Reimbursement (BEAR Form 472) and/or Service Provider Invoice (SP1
Form 474). We found that there are established procedures to sufficiently address
program requirements. No exceptions noted.

. Financial Statements and OMB Circular A-133

We reviewed Miami-Dade’s financial statements that covered Funding Years 1998
through 2001 in order to determine if any deficiencies existed that would materially
affect the E-rate Program. No exceptions were noted.

. Eligibility

We reviewed Miami-Dade in order to determine its eligibility status. Miami-Dade is
an eligible school system. No exceptions were noted.

. Discount Calculation / Payment of Non-Discounted Amounts

Miami-Dade is located in an urban location. Per discussion with the Director of
OIT, Miami-Dade receives the free and reduced worksheet directly from the state
Department of Education (DOE) located in Tallahassee, Florida. Parents of the
students attending school in the district complete free and reduced lunch forms, if
their student qualifies for the program. These forms are collected ateach individual
school and forwarded to Nutritional Services in downtown Miami. The forms are
assembled and sent to the DOE. The DOE is responsible for the verifying the
accuracy of the number of students eligible for free and reduced lunch that was
reported. All discount percentages are then calculated separately for each school in
the Miami-Dade Public School system.

When Miami-Dade submitted the Form 47) application, a list of all schools along
with their respective discount percentages, were provided. The percentages provided
by the DOE are utilized to apply for discounts under each application. We reviewed
all documentation provided by Miami-Dade to support the discount percentages
reported. No exceptions were noted.

USAC Audit No. SL2002BE009 Page 2 of §
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PRIVILEGED & CONFIDENTIAL USAC PROPRIETARY

F. Site Visit

During our audit, we identified 156 schools that received funding for internal

connections under Form 47] application # 140314, This application included 156
Funding Request Numbers (FRNs) that were associated with the 156 elementary
schools that received internal connections. We selected a sample of 21 schools from
the Form 471 in order to perform physical inventories of internal connections that
were funded by Schools and Libraries Support Mechanism. For each of the 21
schools selected, we identified a list of funded equipment and obtained the
corresponding service provider invoice,

We performed physical inventories of the internal connections, which included
Private Branch Exchange (PBX) systems and related technological components that
were installed at each of the sampled schools. Each PBX system inventoried should
have included specific components, namely 4 Analog Systems Modules (ASM’s) and
4 Analog Terminal Adapter (ATA’s). We anticipated inventorying a total of 84
ASM’s and 84 ATA’s that were funded under the respective FRN for each school.
The results of our physical inventory revealed that 42 ASM’s out of a total of 84
ASM’s could not be laocated at the schools selected. Furthermore, we could not locate
or verify the existence of any of the 84 ATA’s. Based on the documentation received
and the physical inventories performed at the schools sampled, we estimated the total
amount funded by SLD for the equipment that could not be located to be $33,209.10.
Extrapolating the results of our inventory to the total 156 schools, we estimate this
amount to be $260,068.70,

Further documentation was requested to support the installation and receipt of the
PBX equipment and its related components, however Miami-Dade was unable to
provide any of the requested supporting documentation. Furthermore, it was noted
that Miami-Dade had determined that the PBX systems were deemed a part of the
schools and therefore were not tracked in Miami-Dade’s property and inventory
tracking systems.

Schools and Libraries Division - Management Response:

Programmatic Actions

1. SLD has increased the number of invoices requiring service checks. A service
check requires verification that:

a. Services being invoiced are eligible.

b. Services being invoiced have been approved on Form 471 or are eligible
under service substitution guidelines.

c. Services being invoiced are confirmed as being received by the applicant.

2. SLD has increased the number of beneficiary audits. The first two rounds of
bereficiary audits were targeted. Round one included 17 beneficiaries. In round
two, that number was increased to 25 beneficiaries. The third round of
beneficiary audits will include 78 randomly selected beneficiaries. Furthermore,
the Internal Audit Division is engaged in conducting a review of an estimated 30
additional beneficiaries.

USAC Audit No. SL2002BEG09 Page 3 0of 5
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Applicant Specific Actions :
1. SLD will process a recovery of erroneously disbursed funds for $33,209.10 for

the missing equipment at the 21 sampled schools. Additionally, SLD will process
a recovery of erroneously disbursed funds for all the ASMs and ATAs invoiced to
SLD for the remaining 135 schools that were not inventoried. This is the
appropriate approach as the district was unable to provide the requested
supporting documentation for the installation and receipt of the equipment at the
sampled schools. Therefore, SLD has no assurance that any of the equipment is
present. This approach would result in a recovery for the 135 schools that were
not audited of $398,567.80 (pre-discount $540,425.00). The applicant could, of
course, appeal providing appropriate documentation to verify the presence of the
equipment.

G. Technological Plan and Budget

We requested Miami-Dade’s approved technology plans that were in effect for
Funding Years 1998 through 2001. We verified that it established clear goals and
strategies (including professional development) for using information technology to
improve education. Miami-Dade provided approved technology plans for Funding
Years 1998, 1999, and 2001-2004. We noted that all technology plans were approved
by the Florida Department of Education. The USAC Internal Audit Division
contacted the Bureau of Educational Technology of the Florida Department of
Education, and independently verified that Miami-Dade’sTechnology Plans were
approved for all funding years reviewed. The Florida Department of Education
requested that Miami-Dade revise their Technology Plans during Funding Year 1999
and approved the revised technology plans for a period of three vears. The Internal

-Audit Division noted that the approval letter for the Funding Year 1999 technology

plan was dated February 19, 1999, while the certification date on Form 486 is
September 21, 1999. Since the actual approval date precedes the date listed on Form
486, no further action deemed necessary.

Miami-Dade has developed a method to manage the implementation of technology
throughout the school district. The “Christmas Wreath” chart is used to monitor the
technology level at each of the county’s schools in eight categories. The categories
that are monitored are:

USAC Audit No. SL2002BE009 . Page 4 of §
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Power When there are two ot less computers per outlet,
Terminals When the number of terminals at the schoof location is
ZEero.
Backbone When the Backbone is Switched and the speed 100
Megabite. '
WAN When the number of Classroom Computers on the
WAN is greater than zero.
Administrative Computers ~ Administrative Computers on the WAN is equal to or
greater than 70%.
Instructional Computers When the Classroom Computers on the WAN is equal
to or greater than 70%.
When 70% of the classrooms have two or more wired
7 Wiring jacks.
8 Telephone Switch Green - New Switch/T1, Yellow - T1, Red - No/T]1.

The chart allows the Miami-Dade administrators to determine how each school in the
district complies with the technology plan. The chart can be accessed at:
hitp://www.dadeschools.net/infrastructure/index.html. No exceptions were noted.

We requested copies of Miami-Dade’s budget for Funding Years 1998, 1999, 2000,
and 2001 in order to determine if Miami-Dade had budgeted for their non-discounted
portion of the technological related costs related to the E-Rate Program. Miami-Dade
received $1,288,314.80 in funding commitments for Internal Connections in Funding
Year 1999. Miami-Dade’s 10% share was $128,831.48. According to Miami-Dade,
the school district budgets for 100% of the cost of Telecommunications services for
the school district. Miami-Dade’s Annual Budget Plan includes $17,974,666 for the
purchase of energy services and other utilities for the District. Included within this
line jtem are expenses for telephone equipment rentals and other telephone expense.
No exceptions were noted.

This concludes the results of our audit.

WS:laf

S:\Audits - jbayona (permanent)Beneficiaries\2002\S L\SL2002BEC09.doc
cc: C. Parrino

S. Barash

USAC Audit No. SL2002BE00S Pape 5 of 5
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UNIVERSAL SERVICE wmsmnm COMPANY
SCHOOLS AND LIBRARIES DIVISION

CONFIDENTIAL TREATMENT REQUESTED

January 26, 2004
Letter of Appeal
‘Schools and Libraries Division
Universal Service Administrative Company
2000 L Street N.W., Suite 200
Washington, DC 20036
Re:  Supplementa] Respouss to Notics of Appeal
Recovery of Brromeously Disbursed Funds, dated June 30, 2003

Fon 471 Application No. 140214 ,
Agplicant: Dade County Pablic Schools a/k/a Miami-Dade County Public Schools
Funding Year 1999 ot
Funding Request Numbers Affected: All in Application No. 140214
' plus others as specified in Attachment #1

Dear Sir or Madam:

Sprint-Flosids, Inc., for itself and its corporate parcat(s), subsidiasies snd xfiliates
(collectively, “Sprint”), hereby updates its Angust 28, 2003 appeal (the “Appeal™) of the request
for Recovery of Erronsously Disbursed Funds identified above {the “Request™), ,

L SUMMARY

“On June 30, 2003, the Universal Service Administrative Company (“USAC™} issued the
Request to Sprint. The Request identified overpayments by USAC totaling just under $425,000
for Funding Year 1999, The Request described physical audit of 21 schools in the Miang-Dade

auditors failed to find 20y ATAs and found ap average of only two ASMs 2t ezch school. The
Request then assumed that neither ATAs nor ASMs wore present at 135 additiopal schools
covercd by the same Miany-Dadc fundiag applicaﬁon.‘. _

In its Appeal, Sprint identified concemns with the basis for and methodology of the

- Request. Spdnralsoadvisedthntithadbcgunaninmsdgaﬁonhtothth‘ﬂmcﬁommnliﬁadin-

the Request and that the preliminary resulls of that investigation suggested possible discrepancies

! Soe gemarally, Univeosal Scrvice Administative Company, Recovery of rroneousty Diskursed Funds, Jue 30,
2003, -

CONFIDENTIAL TREATMENT REQUESTED
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that sy bave resulted in »ditional emanzousty distursed funds. Spﬁm promised 4 follow
with USAC once it had complesed its investigation? b

. On December 29, 2003, Sprint met with USAC to report the results of Sprint’s interna]
investigation. For the two issues identified in te Request, Spriat befieves that USAC made
O peyments of $98,857, es opposed to the $424,888 inchuded in the Request? Wo also adyised
USAC that our audit ideatified other egors refated to the 156 key systern_funding requests
m&mmmwuwm“wmm-mm&gmmw
Year 1998, resulting in overpayments by USAC of $672,1464

Issucs Identified in Roqmest:
ATAs Not Installed: 362,787
ASMs Returned by Miamj-Dade: 336070
Subtotal: 398,357

Other Issues at Schools Kdenyified in Request aud similar Funding Year 1998 Schools:

Bquipment Not Provided: $40,393
Billing for Incligible Equipment: $30,347

. Ovezpticing:: ‘ $90,309
Volume Discounts: . 3256172
Trads-in Credits: : $123475

i & Bxchanpes: 93
Subtotal: - §573,289

Spaint subsequently expanded the scops of its internal audit to include all its B-Rate
transactions with Miami-Dade County Public Schools. We found 355 additional funding requests
beyond the 202 funding requests identified sbove.® Spriat has pow discovered that Mismi-
Dade’s Form 471 applications were misstated in certain tespects, and that there were certain
Tuistekes in Sprint's billing. As a result, USAC likely overpaid $573,633 for these additionat

2 See ~Flocids T Notice of Appeal (August 28, 2003) (hereinatter, “ ).
‘mmmmmm&mwlmmw' “fﬁ,:m jon of emounts owed to USAC:
Ibuemydﬁfuﬁmﬂwmbmianmpber”,mm .
* mmm;cviwomw-o:dm«mmAppwmimmmmi-m':mmmmm
ﬁkawnpplhﬁmfmawﬁaiuworqdpmtﬂhuﬁpkmmmmﬁumm
number of seheools receiving that equipment. Applicstion Mo, 140312 included 156 funding requests, for e

upproved systems at only 46 clementary schools.

s mmhmmmmmndmumm.smmssvwmm
ﬁpdiugmymforMianﬁ-Dadc(cxdudhg&nzmdmmmqlmmm).mﬁmﬁuww
hhlvcbmamplinicofma&ﬁcﬁmdmuacﬁm(vd&mimoic&\ghUSACdeupliuk).wbﬂom
Mngmmuivndnoﬁnding mﬁmmbﬁﬁeﬁimﬁdﬁnﬁumwmmmU&kaw
all 355 while USAC has paid Sprint for only 242,

2
CONFIDENTIAL TREATMENT REQUESTED
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Tssues in Reroining Miari-Dade E-Rate Transantions:
' Billing for Inelighlc Bquipment: ' $512,005

Equipment Returs & Exchanges: 511,981
Trmasaction withoyt Documentation: $49.647
~ Subtotal: , $573,633
TOTAL OVERPAYMENT: SL2U45,779

Spriut i taking steps to improve E-Rate processes in ity loca) division in two main gress:
order canry and processing, and account reconceiliation and billing Initially, we kave formed o
specil task force ofo:du-mtrymdbﬂlingpmonnclwmvicwmding&m transactions
prior to nveicing USAC. By July 1, 2004, we plan to implement standard process contrals. Iy
order enfry, processing and billing, cur focns is on. confimiing that arders match the mnformation
approved by USAC, verifying the mnijtial eligibility of equipment and services during billing set-
Up and then reviewing this reconciliation 2gzin before finsl inveics preparation. Additionally,

- Sprintisdcvclopingamdardpmwcsforslodngaﬂbid.comaa,instalhﬁonapdbﬂﬁng

ion for BE~Rate orders.

incoasistencies between Sprint’s ' bid and installation documents, Miami-Dade’s Form. 471
Application and USAC's fanding commitments. In cach instance identified in this Response, the
patty benefiting from USAC's overpaymeats is Miami-Dade, not Sprint, Nevertheless, Sprint

- will yefund these ovespayments jn full to USAC a8 required by USAC's rules fos all Universal
Service Fund disbursements, S :

L __ SPRINT'S INVESTIGATION

AsSp:int‘hésndvideSAC,chcﬁbmed:wmpmhmﬂwinmlauditofthe
transactions identified in the Request, and subsequently expanded the sudit to cover all E-Rate
tansactions with Miami-Dade. The transaction audit team speat thowsands of hours collecting -
andmvicwingaﬂavaﬂablephysicalmordsdocumﬁngsalﬁ. installations and refurns from
-Dade; researching apd reviewing electronic order cotry, Job costing xad billing system
reconds;, and interviewing subject matier oxperts throughout Sprint for all stages of the

CONFIDENTIAL TREATMENT REQUESTED
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Sarplé populations aud therefore frcl comfortabie extrapofating the audit results to reach 1 total
overpayment {or each of these six sets. The fival set was comprised of unique transactions that
did not correspond to_thcsichn-deﬁnedsdaeimeriueqnipmntmnﬁmnﬁmorinpﬁoe.
Tbercforc,weauditcdthemﬁrcpopﬂaﬁon of thiy seventh set, -

~ Spriot also assigned 2 second sudit team to #ssess all of Sprint’s E-Rate processes, from
injtia} customer contacts to payment receipl. This team observed the current E-Rate processes to.
dctamineifcmmkmadequlemmm(l)mpﬁmﬁmpmmmmmd
conditions; (2) complete and aocurate billing; and (3) adequate audit trail availability.

Since July 2003, Sprint’s aodit 1cams have spent over 4,500 hours condocting the Mismi-
Dade and the E-Rate process audits. Spdnt's Corporate Audit Services department bas reported
its findings to the highost levels of Sprint’s management, which Folly supports both prompt
tepayment of all USAC overpayments and swift implementation of impeovements  apd
Itcommendations developed in the process andit. Qur goal iz to continue serving us 4 valued
partacr both to USAC and to the schools and libraries that benefit from Sprint's wide array of
services and products, : ' . .

" HL. __ISSUBS APPEALED FROM REQUEST

A Proper Acoounting for Actual Prices |

The refuad amount included in the Request was based on the list price for ATAs and
ASMs found io the ltem 21 attachument to Mismi-Dede’s Form 471 application. The ltem 21

price. As noted fn the Appesl, Sprint belicves fhat the final
valuation of the Request should take into acoount this volume discount when detezmining the

- pre-disoouat prices for ATAs and ASMs.® Sprint hus incotparated this discount i its calculations

below for the value of overpayments related to ATAs and ASMs,
B.  Installation of Analog Terminal Adaptors

At the time of its Appeal, Sprint had no evidence to suggest that any ATAs were instafled
at Miawi-Dade schools during Punding Year 1999, Iustead; the available evidence indicated that
80 ATAs were necessary to et Miami-Dade’s techoieal needs and that Sprint had not included
ATAs ip its bid We thersfore contested all repaymients associated with the ATAs” Sprint’s

“installation documents from each site further confinm that no ATAs were Furnished o the 156
schools ideatified in the Request,!

With USAC's assistance, Sprixt obtained copies of the Block Five and ftem 21
atigchments from the Form 471 Application No. 140214 filed by Miami-Deds. The Tterm 21
Attaciment, although similar in appearance to Sprint's bid and system configuration docuwmnents,

¥ See Appeal o 4,
T Soeid at 2.3,
Y See ezt

4
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shows four ATAs for each sehool® Sprint cannot verify the source-of the ltem 21 Attachment
and had not seen that document prios to recedving Mismi-Dade’s Form 471 application from
USAC in the fall of 2003,

To our knowledge, Miami-Dade never submitted 8 service substitution to identify
changes between its Form 471 application and the eventnal installation at each school, bat it did
flle a Fopm 486 Certification of its receipt of oquipment matehing its spplication. Wo have
confitmod that no ATAs were installed at the 156 scbools identifiod in the Request™® Invojces
submitted to USAC, however, incorporated the fall ing commitment, inchuding the cost of
four ATAs per school, This was a mistake, Accordingly, Sprint will refind USAC $62,787.14

for Miami-Dade’s request for four ATAs st each of the 156 schools identified in the Request, as M) (_
computed below: D (-2
Sk
$150.00 unit price x 4 ATAs per schoot = $600.00 WY
$600 per school vatue - 11.69% volume discownt = $529.86 . - \/) \
$529.86 x 156 schools in Request = $82,658.16 . 9‘ .

§82,658.16 x 75.96% average discount percentiage’’ = $62,787.14
€. lnstallation of Analog Service Modules

Sprint’s bid and Mismi-Dado’s For 471 botb indicate that as part of the requested and
approved key system, Spring would provide four ASMs for each school. 2‘Ihechuennaw¢ that
USAC eudited 2] schools and foundﬁn!yﬂASMa,quposcdtothcexpectodhhlofM

ASMs. The USAC auditors conchuded that the missing ASMs were never purchased by the

achoois.hnthmmisequipmtwuhmeSAC.ThoReqmdcmMedamﬁmdfwmc
missicg ASMs at these 21 schools. For the unandited schools, however, the Request demands g
mﬁmdforaH4ASMsperschool, contrary to the evidenco developed in the USAC audil.
Sprint’s Appeal asked that USAC adjust the Request to reflect the reasonable extrapolation that
wmASMswwldbcibundintheunauditndMimols.jWasthcywmfmdtobepmsenta.tllm
audited schools.” ' :

Sprint’s instailation documents, costing gystem reports and order entry and billing system
verify that four ASMs were sold to and installed af cach school ™ Sprint’s warchousing,
tnveritory, and returns documents indicate minimal retums of ASMss from Miami-Dade schools in
the ordinary course of business.’® The B-Rate guidelines applicable during Funding Year 1999
required that Intemal Cennections equipment bo present for only one year -following

- i L Rl '
Attachaoeot & Miami-Dade Couuty Public Setiools, Applicatiod for Universal Secvice Fuod Support, Funding Year
0 Sen s

" F«@.ofmmwmhammwpmmmmhmhmmnh

Y See Appeal at 2.4, )
¥ Seer

¥ See:
5
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installation.' With the exoeption of USAC’s physicat audit (which cecumed mote than one year
after Sprint’s installations), the evidence strongly indicates that four ASMs were installed at each
3cBool, in accordance with Sprint’s bid, Miami-Dade’s Form 471 application, and Speiat's
nswilation documents, '’ :

Separately, howover, Sprint leamed that Mizmi-Dade returned 93 ASMs previously

: immﬂedasputofmsappmeqummwcbgtmmmdmgtbnm

funding year in which-the ASMs were installed. We bave no evidence of fhe origina) instalistion
sites for these ASMs, but both 2 Miami-Dade document and the recollection of a Sprint
warchouse employee confitm {he returns.™ It appears that Sprint inadvertently neglected to
cotreet its billing records to reflect these returns, and we will refimd $36,070, the discounted
partion of the cost for these 93 ASMs.!? ‘

Unit Price affer el volume discounts and trade-in credit = $510.59
$510.59 x 93 ASM3 returned = $47 48487
$47,484.87 x 75.96% average discount = $36,069.50

V. ADDITIONAT ISSUES FOR SCHOOLS IDENTIFIED IN REQUEST

A, Smnﬁxary

After receiving Miami-Dade's Forn 471 application for the 156 schools identified in the
Request, Sprint identificd 2 number of discrepancies between the Trem 21 attachment submilted
by Mismi-Dade and Sprint’s documentatian for these transactions: in¢lugion of equipment that
did not appear in Sprint's bid and was Bot provisioned; incorporation of neligible equipment into
finat invoices subm&ttcdloUSAC;pricingitcmshigbecinthqﬂl than in Sprint’s bid or Sprint’s
fial invoice to Miami-Dade; failore to pass along & manuiacturer’s volume discount 1o USAC;
failure to pass along 3 credit for oquipment trade-ins to USAC and exchanges of equipment )
acquired using E-Rete fimding for ineligible equipment,

Sprint slso reviewed transactions with 46 other Miami-Dade schools, pot inchded in the
Request, that had received very similar key systems during Funding Year 1998. Thess
transactions first came to Sprint's attention through a grand juty subpoena rvceived in Fobruary
2003 from the United States Attorney*s Office in Miani. Sprint is only 2 witness in the grand
juty matter and has no way of ectrally knowing its scope. The emrors in processing equipment
returns and exchanges identified for ﬂ:cRaqumwhwlsa!mmpmmthescﬁmdingYw
1998 schools. For simplicity, therofore, we have considersd all 202 Miami-Dade elerpentary
school key system transactions in the following discussion.® ‘

¥ See, 2. Foden! Comumumications Comrnission, Third Repovt and Order and Second Further Notice of
Deccmbq'23,2003:1‘|9(mﬁmglha!mﬁinghﬂ&?.k.&ﬂél?pmﬁbﬁedlwwlﬂxxyﬁm

tuﬂwhgmﬁmmhohvﬂiﬁuaodmﬂw&gmd;e@mmmmw&

" e FCC, Ofhioe of Laspocior General Scani-Aaemaf Report b Congress, Age. 1 - Scpt. 30, 2003, =t 5

LWMWC':WWMYWIMML

“mhmk:mhwwwaaﬁmuupwh&cﬁmwm ' '
® Roview of the 46 Pusding Year 1998 findiag requests was complicated by the fsct that USAC approved Miami-
Dade’s Formn 47§ fw;di&ummmmvidaorrmumkeymmmum-bmc«ngymne
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B.  Htems Neither Bid Nor Installed by Sprint

In addition to the ATAs discussed previously, Miami-Dade's Form 471 spplication for
Funding Year 1999 identified 2 “fiber 2- eéxpansion module” and onc unit of “additional

labor” a5 part of the total package price. Sprint’s bid did vot include these jtems 2 Sprint’s

>d any additional labor for the projects in question. 2
It appears, however, that USAC's funding commitments were billed in full, regavidiess of the

equpment istalled. The jnvoice to USAC improperly included $40,393.46 i funds for
equ:‘pmmt_notpmided: :

Fiber 2-Port Expansion Modulé unit price = $321.00

Additional Labor Unit = $65.00"

Sum less 11.69% volume discont = $340.88

$340.88 x 156 schools x 75.96% averagre discouns = 340,393 46 -

C. Inclusion of Ineligible Equipment in Sprint Inveicing

The standard equipment installation peckage for the 156 elementary schools identified in
the Request included both eligible and ineligible equiprocat.™ Sprint &id not separste the Miami-
Dade project into eligible and imsligible pleces. This was pot an eITor per se, but it may have
coutribatted to errors in subseqnent invoices.

‘ For example, the Funding Commitment Decision Letter for- the Request schools
Epecifically disallowed & remote acoess devico ("RAD") prier to sctting a funding commitment 25
 Sprimt proposed and installed a RAD n.cach Requost: school. ¥ Sprint’s fvoices to USAC
requested the maximum committed amount, regardless of the cquipment actually installed of jts
g coat.msmyhawmmtedinthcuscofUSACﬁmding to subsidize RAD purchases,

RAD unit price less 11.69% vojume discouns: $256.10
$256.10 x 156 schools x 75.96% average dtswunr' $3034724

Scboo!:,.ﬁwlicaﬂoufor&imlsudlwesﬁmdmg' No. 54402, Following roceipt of Ity funding
m,mmwmwew;mmwlmummwm
Sprint a3 ity mkemvﬂa.WaMcmmdmmmm,Mbﬁmi-M Bled & service nibwtitotion be ywitch
ﬁm[.umtuqu'qnmhtwﬂmqﬁpnm . . ‘
M@MWMMFM&YWWQSWBEWM USAC!a cigibitity
gnuelhamidqﬁf,ﬁmemmomnwmﬂmwuminvoicea.o-.rﬁmrmpwmm
sufuimwU&cmmmwkweﬁmmmmwumums@“g.
Eﬁ&»ﬂ;\(wuﬁ‘vc?mcﬁng Year 1998 school fik), ) .
See”

::Sae {representative page from 1999 ﬂmdx‘ngmmﬁm'aendechionleua)‘
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Spuint’s bid 2iso inclnded varigys ineligible equipment, includiag tof
ncluding telephose handsets and
key lamps:”'f'base it:mls were listed on Miami-Dade’s Form 471 application with & i

double-counting USAC’s overpayment, The effect of the ervors identified in this Section IV was
to use the USAC overpayments to subsidizs the purchase of these ineligible items.

D.  Pricing of tems Bid and Installed by Sprint

Miansi-Dace’s Foxm 471 application shows wni pricing of $9.285 fox (he “ICS Xey
System” and $799 for tho "PRI Enabler 2 Sprint’s bid docamseat shows lowes prices for each

Form 471, ICS Key System Price = $9288 00
- Sprint Bid, ICS Key System Price = $3365.00
Difference = $423.00 . ]

Porm 471, PRI Enabler = $?9‘§;00 .
Sprint Bid, PRI Enapler = $359.00
~ Difference = $440 "

Su of differences fess 11.69% voliane discount = $762.12
$762.12 x 156 schools x 75.96% average discount = $90,309.39

E. Manefacturer’s Volume Discount

Miami-Dade’s Form 471 application disclosed a volume discount of 11.69% applisd to
e total packge price.” By contrast, Sprint provided Mizmi-Dade with an additional discount
of nearly 20 percent off the package price.®® Sprint’s records indicate that this additiona! discount
wes offered by the original equipment mamufacturer based on the size and timing of Miami-
Dade’s hatal purchase, and that Miami-Dade received the bepefit of this manvfacturer’s
disecumt, . .

USAC had no opportunity to cansider this manoiacturer’s volume discount when
determining the #ppropriate pre-discount and commitment amounts for each school, and

- T , , . et
nSH.’ ! . ’

- B Spet

P Seedd

* Spe,

3 S‘f: .
M See _ T(iem 21 Amschownd).
nsﬁ - Py
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therefore made overpayments of $256,171.67. We calculated the impact of the manufacturer’s
discount by starting with the valua of the “eligible packnge,” defined as the equipment packege
prosented in Miami-Dade’s Form 471 Application less the ineligible RAD, the overpricing and
theitcmsnotﬁuuishodtoMiami-Dade. Wcmmmmpuedthepdueofthispachgeulhz
-discount level presented in the Sorm 471 to the price with the edditional discount: :

Eligible Packnge Pice (affer 11.69% discount) = $9,588,70
Eligible Package Price (afler 31.60% discount) = $7426.87

Diffecence = $2,161.83
$2,161.83 x 156 schools x 75.96% average discount = $256,171.67

F.  Trade-in Credit for Existing Miami-Dade Equipment

farmi-Dade’s Form.471 application fiiled to incorporate this trade-in ciodit when
caiculaﬁugthctotalpackagegicef Othcrmdsﬁmhacmﬁm&lstmami-Dademeich&ge-
benehit of this trade.in cred;

USAC had no oppertunity to consider this trade-in credit when determining the
appropriste pre-discount and commitment amonnts for each school. One plausible interpretation
for this exclusion is that Mizmi-Dade considered tho trade-in credit & part of its contribution

price during the bidding proccss, prior to USAC's consideration of the Form 471 application.
Sprint therefore belinves that the pro-rata portion of the trade-in credit for each Request school
ghould bave been reflected in the E-rats funding request and subsequent Sprint invoices. The
value of this pro-tata trade-in crodit is § 123,474.50;

Trade-fn Cradit; $1,042 .
$1,042 X 156 schools x 75.96% average discount; $123,474.50

G.  Exchanges of Eh‘éfble Equipment for Incligible Equipment

In nddition to. the 93 ASMs diseusged previously, we believe that Miami-Dade
other eligible equipment it purchased during- Funding Years 1998 and 1999, Alttoogh the
warehousing and costing records are incomplets, it appekrs that Miami-Dade asked Sprint to
apply credits from seturming B-Rate eligible jterns toward purchases of or upgrades 1o ineligible

- voice mail systems. The final invoicesdidnotmfmocthacxchanges.Whmdzcvamqufﬁn

i Sﬂt.i_ . .
M Cog:
H See: - dtem 21 Atachment),
» Seop’
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cxehanged eligivle equipment is deducted from Sprint’s sub, i i
! sequent USAC billing, Usac is
entitled to 3 refind of $32, 593 24
Funding Year 1998 Retiens:
Itzm Uit Price (ess Quaatity Range Minimum Mazhyom
: J1.60% discount) - Returaed Rehnrged
ATAs Sige0 139_14% 313251 40 S15,164.80
ASMz 5345.15 28-29 15,264.30 $15.80935
Service Cartridge | 323272 0-1 50 533872
Fiber 2-Port 3215356 4-9 R 31976.04
Expansion Module ] !
PRI Ensbler $25.56 i-3 324558 373688
- Sub-Total | $306549.40 $33045.5%
_Averags Vilue of Reforms | 33229750 :‘
USAC Contribution (8733% sverese discomt) {328 766 89
Funding Year 19099 Returngs: )
Ttem Unit Price (iess 31.60% Quantity | Dollar Vaiue Retorwed
discoant end trade.in credit) )
LS/DS Analoy Trovk Cartridps ] 516357 1 $162.72
Digita Tronk Imtecface. $1292.80 4 3517130
PRI Enabier 322999 i 22909
| ‘ Sub-Total | $5.563.91
USAC Contribation (75.96% sversge discound $4,226.35

. Total Valuc of Retumns: §32,593.24

H Substitution of Services Cartridge

Miami-Dade's Forrm 471 Application includes 2 “Services Cartridge™ (sic) with a list
price of $349.00 before any discounts.” This component was spproved by USAC as part of the
overall equipment package. Sprint’s original bid shows a different “Combination Fiber 6-Port
Services idge™ wilh a List price of $904.00 before any discounts. Our job costing and

Services Cartridge actually installed. Acoordingly, USAC did not overpay for the device: that was
actually instalicd, Whils we have 50 evidence that Miami-Dade filed a scrvice substimtion for
this device, USAC's payments toward the cheaper services cartridge were appropriate and in
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